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| Editorial Section 
AMERICAN LIFE COMPANIES AND THE WAR 


Four American life insurance companies are writ- 
ing, or have written, business in all or some of the 
countries of Europe which are now at war—viz., 
the New York Life Insurance Company, Mutual Life 
Insurance Company, Equitable Life Assurance So- 
ciety and Germania Life Insurance Company. Many 
subscribers have asked us whether the war is likely 
to have a disastrous effect upon these companies. 
We consider such a contingency very remote, and in 
this connection the information given below will be 
of interest and value to our subscribers. 

The life companies report to the New York Insur- 
ance Department all special deposits for the protec- 
tion of policyholders in other countries, and the 
amount of insurance in force in each such country. 
They are not required to report the amount of insur- 
ance in force in each foreign country in which they op- 
erate, but only in those countries in which they are 
maintaining special deposits. From the special de- 
posit schedules filed and _ statements given to us by 
the companies we extract the following memo- 
randum: 





Amount of Insurance in Force December 31, 1913, in Coun- 
tries at War. 


New 

Equitable. Germania. Mutual. York Life. 
Austria. ... $ 2,264,193 $13,018,775 $12,828,115 $36,071,127 
Hungary.. 686,027 910,698 8,386,966 7,738,386 
Belgium... 2,833,060 1,994,960 9,476,804 9,150,000 
Peemee. sc... SQNMRSE  — - orcicde cs 43,467,989 87,960,246 
Germany 
(including 
Prussia). . 8,497,650 42,101,740 10,181,550 73,509,519 
Great Britain 35,304,795 = ........ 58,588,014 42598727 
Bepeeiaiic.!. “ tepeeeee > anid! eeds 81,526,070 
Servia..... eee © Seen: % eaakins 1,711,726 


The Equitable and New York Life have consid- 
erable business in force in Japan, which is omitted 
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from the tabulation because there is practically no 
possibility of this business being affected by an ab- 
normally high mortality rate on account of the op- 
erations of Japan against Germany in the Far East. 
We have also omitted from the tabulation countries 
in which business is in force, but which so far have 
not been involved in the war, as, for instance, Den- 
mark, Italy, The Netherlands, Sweden and Norway 
and Switzerland. 

All of the companies have made statements con- 
cerning this matter, which may be summarized as 
follows: 

The NEW YORK LIFE INSURANCE COM- 
PANY, in a letter to its Inspectors of Agencies, 
Agency Directors and Organizers dated September 
19, 1914, points out that its policies in Russia, Japan 
and the Balkans contain war clauses that fully pro- 
tect the company ; that in England, where its business 
in recent years has been light, the policies outstand- 
ing have been a long time in force, and are, in the 
main, held by a class very few of whom will be 
likely to go to the front; that in France, Austria and 
Germany, where the largest loss of life will occur, 
all professional military men have paid extra pre- 
miums, or have taken policies containing war clauses ; 
that prior to 1900 ali the policies issued contained a 
war clause, but that policies issued to civilians since 
1900 in these countries—France, Austria and Ger- 
many—do not contain a war clause. The company 
states, however, that the fighting force in these coun- 
tries “is made up almost entirely of young men from 
the ages of eighteen to thirty”; that the average age 
of the insured in those countries “is forty or over at 
entry” ; that the insured are mainly among the upper 
commercial classes; and that an investigation of its 
records reveals that in France, Germany, Austria- 
Hungary and Belgium the company has in force only 
2600 policies on standard lives between the attained 
ages of seventeen and thirty, which do not contain 
special provisions covering military or naval service, 
and that the number of insured is considerably less 
than 2600, as some of them have more than one pol- 
icy. The aggregate of these policies is about eight 
million dollars, or 4% of the total business of the 
company in force in those countries. 

The company expects to have to face substantial 
depreciation in quotations for securities, but points 
out that the securities held by it, both at home and 
abroad, are “in the best high-grade bonds and loans 
on real estate,” so that there cannot be any ultimate 
loss of either principal or interest, though there may 
be depreciation. 

The company has “limited the writing of new busi- 
ness to policies not exceeding $10,000 on people not 





eligible for military or naval service; in fact, every 
policy issued contains a clause excluding the war 
risk.” 

The president of the EQUITABLE LIFE, in a 
statement dated August 8, 1914, says that the com- 
pany has not written any new business in Germany 
or Austria for nearly twenty years, and that at a 
somewhat later date it withdrew from Italy. In Rus- 
sia its business for the past seven years has been 
limited, the total new issues since 1907 now in force 
amounting to only about a quarter of a million dol- 
lars. All the Russian business is subject to a war 
clause. He added that in England, France and Spain 
“the new business has been carefully inspected and 
policies issued with due respect to a possible war 
risk.” He pointed out that, in general, a large per- 
centage of all the policies in force in Europe contain 
a war clause, under which the company may impose 
an extra premium, and that instructions have heen 
sent to its foreign offices to do so. The com- 
pany’s previous experience has been that the extra 
premiums collected in war times have been suthcient 
to meet war losses, so that the general body of the 
policyholders is not affected. In addition, he pointed 
out that the business outstanding in the bellicerent 
countries has been in force for many years, so that 
beyond doubt most of the company’s policyholders 
“are beyond the age at which they would be accepted 
for service, even in the event of voluntary enlist- 
ment.” 

judge Day stated that he anticipated temporary 
depreciation of securities, with full ultimate recovery, 
and, after analyzing the situation, gives his opinion 
that this country need not feel apprehensive concern- 
ing the probable effects of the war upon its people. 

The MUTUAL LIFE INSURANCE COM- 
PANY, in a statement dated August 15th, points 
out that its business in force in the belligerent coun- 
tries is about eight per cent. of its total outstanding 
insurance, so that any extra mortality resulting from 
the war would be of very small effect; that it has 
never written insurance in Russia, and ceased writ- 
ing new business in Germany nearly twenty years 
ago, its policyholders in the latter country being 
now largely past military age and their policy re- 
serves by this time very large and the amount at risk 
correspondingly small, this same condition obtaining 
in large measure in other countries of Continental 
Europe, “in which the company has gradually ceased 
soliciting new business”; that of late it has actively 
solicited insurance only in Great Britain and Belgium, 
and is not now issuing policies in those countries on 
persons liable to military or naval service; that a 
very large porportion of its foreign business is “on 
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the lives of men of wealth and prominence, little 
likely to be involved in the war,” very few policy- 
holders being among the peasantry and laboring 
classes; that it has “only one piece of real estate in 
all the countries involved, or likely to be involved, in 
the war—our building in Paris”; and that it has no 
other foreign investments except a few Government 
securities “on deposit in several countries, as re- 
quired by their laws.” 

A subsequent statement, dated September 8th, was 
issued by the president of the company, as follows: 

“What effect the war in Europe will have upon 
the mortality of the Company is a question which is 
being constantly asked, and while it is impossible to 
give any definite answer to this question at the pres- 
ent time, it will be gathered from the following 
statement regarding the insurance business transacted 
by the Company in those countries which are at pres- 
ent engaged in war that the Company does not 
anticipate losses from adverse mortality that will 
materially affect the individual policyholder. 

“The Company commenced to write insurance in 
Europe in 1886, the first agencies opened being those 
in Germany. In 1887 agencies were established in 
Great Britain; the French agencies commenced busi- 
ness in 1888; the Belgian in 1889 and the Austro- 
Hungarian in 1890. The Company discontinued 
writing business in Prussia in 1895, and it withdrew 
from the remainder of Germany in 1904. The French 
agencies were discontinued in 1906, and the Austro- 
Hungarian agencies last year. We were still writing 
business in Great Britain and in Belgium at the out- 
break of hostilities, but the writing of new business 
has been discontinued since then. The Company 
never wrote any insurance in Russia or Servia. 

“At the end of the year 1913 the insurance out- 
standing in the countries referred to amounted to the 
following percentages of the whole business of the 
Company then in force: Great Britain 3.66%, 
France 2.72%, Germany 0.63%, Belgium 0.59%, 
Austro-Hungary 1.33%. Of course the Company 
holds a very considerable amount of reserve (varying 
with the nature of the insurance, et cetera) toward 
payment of death losses on these policies when they 
occur, : 

“Very few policies have at any time been issued 
on the lives of officers of the army or navy, and 
during the last thirteen years the Company has 
charged an extra premium to cover the risks incident 
to such service. 

‘We have been unable, so far, to ascertain to what 
extent our civilian policyholders are engaged in active 
military or naval service, although it is probable that 
many of those who are not beyond the age at which 





service stops have volunteered or have been called to 
arms in the various countries in which they live. 

“Regarding Germany, we have written no new 
business in Prussia since 1895, nor in the remainder 
of Germany since 1904, so that, as the average age 
at which policyholders take out insurance is about 
age 35, the average age of the existing policyholders 
must be well over the age, 45, at which military 
service ends. As we left France eight years ago, the 
average age in this case must also be quite advanced. 

“Policies are, as a rule, issued on the lives of mar- 
ried men, and they are not so likely to go to the front 
as unmarried men. The first call for volunteers in 
England, for example, was for unmarried men up to 
age 30. 

“Notwithstanding these facts, however, it is an- 
ticipated that all life insurance companies which have 
written insurance on the continent of Europe or in 
Great Britain will suffer through the mortality be- 
ing greater than in time of peace. 

“The premiums which the Company charges con- 
tain a provision for adverse contingencies such as 
war, and while the Company may suffer some mor- 
tality loss above the normal, it is hardly necessary to 
say that death losses cannot be anticipated that would 
affect the soundness of the Company, nor can there, 
be injury from death losses, other than insignificant 
to the individual policyholder.” 

The GERMANIA LIFE gave us a statement, as 
follows: 

“In view of the unprecedented situation it is diffi- 
cult to determine the probable effect of the war upon 
the Germania’s mortality in Europe. 

“Since the year 1889 the war risk has been as- 
sumed only upon special application and subject to 
the payment of an annual extra premium in the case 
of professional soldiers. In the case of other persons 
subject to military service in the event of war divi- 
dends are withheld up to the age of 46. 

“The total amount of insurance with the war 
clause issued by this company is about $5,000,000. 
No military permits have been granted on any condi- 
tions since the outbreak of the war. In those cases 
where war insurance is not carried the company’s 
liability for death as a result of the war is limited 
to the ‘legal reserve,’ so that the company will not 
suffer any losses from them. Special funds formed 
from extra premiums and dividends, increased by 
compound interest, are estimated as likely to go far 
toward covering any excess mortality costs due to 
the war. Besides, it must be borne in mind that the 


regular policy reserve on the company’s European 
business is very large, due to the fact that 90 per 
cent. of that business is on the endowment assurance 
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plan, and the reserve therefor forms a large part of 


the sum payable at death. 


“In the Franco-Prussian War, which constitutes 
probably the best criterion for the European war, 
the mortality among the combatants during or as a 
direct result of the war was only about 2% per cent. 
While modern guns carry further and to that extent 
are more disastrous in their effect, the bullets from 
rifles are all steel, seldom cause death unless they 
pierce a vital organ, and permit of rapid recovery 
by the wounded under ordinary circumstances. 

“As regards the company’s foreign investments, 
more than 60 per cent. thereof consists of first 


values. 





stored.” 


mortgage loans on Berlin property, made on a very 
conservative basis, and of securities of the highest 
class, which, while temporarily depreciated in value, 
will recover rapidly after the war is over. 
connection it is of interest that the Germania has 
always valued its European securities at their actual 


In this 


“It is likely that there will be a reduction of new 
business and an increase in terminations in Europe, 
but if the Franco-Prussian war may be taken as 
a precedent the decrease in business will be made 
up rapidly after normal conditions have been re- 





Reports Upon Companies and Associations 





AEGIS LIFE INSURANCE COMPANY, 
DENVER, COLO, 

On October 4, 1914, the stockholders 
of this company voted to reinsure its 
business in the Central States Life In- 
surance Company of St. Louis, Mo. The 
Aegis Life on December 31, 1913, had 
$3,304,140 insurance in force and the 
Central States Life, $5,278,750. The 
paid in capital of the Central States 
Life was $300,000, and its surplus, 
$120,257. 





AMERICAN HOME LIFE INSURANCE 
COMPANY, FORT WORTH, TEX. 
In the August issue of this paper we 

called attention to the effort made by 

the International Life Insurance Com. 
pany to absorb this company, but the 
proposition was voted down by the 
stockholders of the American Home 

Life. The International Life owns 51 

per cent. of the stock of the American 

Home, thereby controlling it, and it is 

announced that for the time being it 

will be run as an independent company. 


J. W. Bryan, formerly general agent of ' 


the International Life in the State of 
Pennsylvania, has been appointed vice- 
president and general manager, and 
five new directors have been elected 
representing the International Life in- 
terests. 





AMERICAN LIFE INSURANCE COM- 
PANY, CHICAGO, III. 


Business Reinsured and Will Liqui- 
date. 


On September 17, 1914, the business 
of this company, consisting of approxi- 
mately $500,000 ordinary and $1,000,000 
industrial, was reinsured by the Peo- 
ple’s Life Insurance Company of Chi- 
cago. The American Life Insurance 
Company transferred assets amounting 
to about $35,000, which represents the 
reserve on outstanding policies. The 
reinsurance contract has been ap- 
proved by the Illinois Superintendent 
of Insurance. 

It is expected that the stockholders 
of the American Life will realize about 
par for their stock. This means that 
they lose all of the surplus contributed 
by them, which up to December 31, 
1913, amounted to $108,980.71. 























ATLANTIC LIFE INSURANCE COM-1911, the stock was sold at $7.50 per 


PANY, RICHMOND, VA. 
Extracts from statement as of June 


30, 1914: 
Total admitted assets..... $2,403,045.68 
ee 1,865.544.00 


Camitel PaSG EM .cccccesece 300,000.00 
Net surplus over capital 


and all other liabilities. . 122,559.43 


OW WUOUMNIUMD «2 cccccccccs 58,693.91 
Renewal premiums ....... 306,442.06 
SS. wees wee-gobe ue 442,578.66 
Payments to policyholders. 115,333.57 


Total disbursements ...... 239,421.06 
Insurance written during 


six months ending June 


BO, BORA. 2.000 cweetssereuse 2,081,414.00 
Insurance in force June 30, 
Dh ends entekd 000886 of 24,825,648.00 





CENTRAL LIFE INSURANCE COM- 
PANY, LEXINGTON, KY. 
Report of Examination Reviewed, 

This company was examined by the 
Insurance Department of Kentucky as 
of December 31, 1913, the report being 
dated May 5, 1914. This report, how- 
ever, due to hearings, was not re- 
leased until the early part of Sep- 
tember, 1914. 

The company was formerly located in 


| Louisville, Ky., but on May 20, 1913, 


the Articles of Incorporation were 
amended, changing the principal office 
to Lexington. In connection with this 


article, subscribers should read care- 
fully our 


yeneral Review upon this 
company, which appears in the 1914 
issue of BEST'S LIFE INSURANCE 
REPORTS. 

Capital Stock. 


In our report mentioned above, it 
will be noted that in paragraph 5, page 
100, reference is made to the fact that 
we had been unable to secure detailed 
information regarding the number of 
Shares of stock sold at each price so 
as to ascertain the total organization 
expenses. For some reason, the report 
of examination does not show this most 
important data. Reference is only 
made to the various periods in which 
the stock was issued at the different 
prices. From March 11, to August 31, 





share par value, $5, $1.25 of which was 
used for selling expenses. From Aug- 
ust 31 to November 29, 1911, the stock 
was sold at $10 per share, $1.50 of 
which was used for selling expenses. 
From November 29, 1911, to February 
15, 1912, it was sold at $12.50 per share, 
$2.50 of which went for selling ex- 
penses. Since the last named date the 
stock has been sold at $15 per share, 
$3 having been used for selling ex- 
penses. The subscription blanks state 
distinctly that the par value of the 
stock is $5, and the amount which the 
subscribers are to contribute for the 
cost of selling. steck. 

Up to December 31, 1913, the com- 
pany had issued 60,708.14 shares of 
stock. Of this 30,729.6 were paid up 
in full and 29,978.54 shares were held 
in the company’s office. The company 
held subscription notes amounting to 
$205,383.14, to which were attached as 
collateral security 29,570.54 shares; the 
remaining 408 shares are held in the 
office on contracts of subscribers 
amounting in the aggregate to $5,120, 
on which nothing had been paid. The 
report states that of the 205,383.14 
notes amounting to $29,970 were given 
by certain directors for 1,998 shares of 
stock. Among these directors are the 
president, first and second vice-presi_ 
dents and the treasurer of the com- 
pany. Since December 31, 1913, $23,230 
of the $29,970 had been paid, represent- 
ing full settlement for 1,548 2-3 shares 
of stock, and in making up the state- 
ment as of December 31, 1913, the ex- 
aminer allowed the amount paid as an 
admitted asset. 


Financial Condition as of December 
31, 1913. 

The statement of the company as of 
December 31, 1913, as shown in the re- 
port of examination differs materially 
from that filed by the company, and 
we are, therefore, printing it in full. 
It will be noted that the net surplus 
is only $1,154.43 against $54,418 as re- 
ported by the company. 

The following are the income and 


disbursements for the twelve months 


ending December 31, 1913: 
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Balance December 31, 1912. .$205,514.91 
Increase in capital stock.... 19,914.63 





Total $225,434.54 


Pe Veeearetene eee ecee @2ee@ 6 SC 


Income during 1013: 
First year premiums 
reinsurance $671.80) 
Renewal premiums 
Interest on mortgage loans.. 
Interest on collateral loans... 


(less 

$86,009.02 
6,856.59 
2,000.97 
3,734.23 


See 8 @ e@<4 


Interest on bonds and stocks. 902.25 
Interest on stock notes...... 3,127.33 
Interest on premium notes... 13.44 


Surplus from sale of stock.. 27,603.11 





Total income 30,246.94 
Disbursements during 101%: 
Dividends applied to pay 
renewals 
Furniture and fixtures 
Dividends paid in cash 
First 


905.42; 


re- 
200.07 
856.01 


7.51 


year commissions, $73,- 
renewals, $5.52 
Salaries, agmentS .....-ssceeee 
Traveling expenses, agents. 
Medical examiners fees 


73,910.94 
3,943.96 
11,885.89 
4,635.36 


Inspection of risks ......... 482.00 
i ek eke ow te os 22,088.88 
Oe, ms Gs béba's «6 6 O66 6 abn 6 1,570.00 
Advertising, printing, post- 

MG, BeBec Cocesvcseccscececse 10,355.52 
Ee ee 1,753.35 


Insurance department license 


Oe i en ce Ce ae 28-6 ae 3,130.93 
Organization expenses ...... 4,003.60 
Incidental H. O. expenses.... 1,373.49 
nr Me. « os Cote we eee 552.01 


Loss on sale of ledger assets. 


Expense, Executive and Fin- 

ance Committee .......... 219,95 
Miss. branch office expenseé.. 195.96 
Rent, branch office ......... 100.00 
eo ey ET “oc eseedees ees 4,729.63 





Total 


Ledger assets: 
Mortgage loans 
Collateral loans 
First year premium notes. 


RT DE A ae OR ea $147,238.32 
$40,699.16 
64,698.77 
2,093.83 


tenewal premium notes. 768.78 
i: hones bntiwa W 66 ble 6 b-a 0.6 29,627.37 
EL ee eee Le eee 500.00 
Ee Serer ers ere 22,228.01 
Certificate of deposit........ 4,166.25 
Agents balances, dr., $43,- 


930.24: cr., $2,044.25 41,885.99 








Se Se a Sahu 0 6 W646 Caeee 1,775.00 
Total ledgwer assets........$208,443.16 
Non-ledger assets: 

Interest due and accrued— 

ED Cites Dia eis bee be ae $830.00 

Collateral loans........... 378.56 

Py GE 5 0 66 e's 6 e408 161.31 

NE eek 15,357.39 
Furniture and fixtures 4,109.92 
lbeferred premiums, life and 

nn os 6 ba cet a és a2 65,361.51 
Ee ee 5,120.00 
Stock notes paid since Dec- 

i Ee ee 18,500.37 
I oe 182,153.64 
POR I” “a obinda 6 dae bd ewe 3,043.32 

We he eb ks Seon eas $503,458.68 

Deduct assets not admitted: 

CG ee le «4 eb Ss aves 6 ee $1,775.00 

Agents dr. balances......... 41,885.99 

Certificate of deposit Inez 
EE We Sin 0 a the whee eS eee 4,166.25 


1,243.26 | 
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Steiner Bros. deposit ....... 25.00 
Interest on stock notes 15,357.39 
BEGG: TEOGOS. 4 Cesstcceticodecs . 182,153.14 
First year premium notes in 
excess of reserve ......-- 1,331.98 
Renewal premium notes in 
excess of reserve ........ 271.94 
Bee GQSNGURE ricecececasees 5,120.00 
Furniture, fixtures and sup- 
Se - oiwdad eee eee ecbecdaes 4,109.92 
Policy loans in excess of re- 
DO ob eet cos tedewawer een 2,342.19 
0 ENS eae $258,438.80 
Total admitted assets ....$245,019.88 
Liabilities: 
Reserve 4 per cent. Amer- 
ican experience ........... $71,820.96 
Unearned premium on acci- 
Gomme ImMGUPARGO «.cccccecice 4,480.74 
Commission due agents on 
premium notes when paid. 380.90 
Medical examiners fees due. 3,499.63 
 ” — — Baer eee eee 50.00 
Salaries, bills and rents ac 
Se diceccecwedbdownedees 2,149.01 
Death claims, S. J. Roberts. 92.85 
Partial payments, capital 
so Or ile a he rt wa 867.79 
Total liability except cap- 
rn Mn -cecs we cee eee ade 82,474.09 
Cameos Wale BD cecccccacoes 161,391.36 
PE. c'bwwctesé cbetedeteda 1,154.43 





$245,019.88 


e.6@ 6 a2 8 8: 6.8'0 © Oe @.6.8 8 6&2 e.4 


Examiner's Comments. 


In view of the fact that the company 
has been reticent regarding its affairs, 
we print the comments of the examiner 
in full. We ecall special attention to 
the remarks under the headings, ““Guar- 
anteed Dividends,” “Collateral Loans” 
and “Mortgage Loans.” It will be noted 
that no objection is made by the ex- 
aminer in regard to the guaranteed 
dividend policies. In our opinion, the 
guaranteed dividend clause is a modi. 
fication of a board contract, and is open 
to the same criticism as that discred- 
ited scheme. In considering the finan- 
cial condition of the company, as shown 
by the report above, it should be re- 
membered that the examiner has al- 
lowed the collateral loans as admitted 
assets, although $56,156 is secured by 
5,615.6 shares of Citizens’ National Life 
Insurance Company's. stock. It is our 
opinion that the company might find 
it difficult to realize on this security 
on short notice, and furthermore, no 
well managed company would make 
loans on the stock of another life in- 
surance company, nor would many of 
the State Insurance Departments allow 
an admitted asset. The owner- 
ship of this stock reflects the attempt 
of the president of this company to 
secure control of the company which 
some years ago deposed him as presi- 
dent, and the use of this company’s 
funds for purposes of private reprisal 


cannot be too strongly condemned. 


| 


The two mortgage loans have been 
made upon property owned by a mem- 
ber of the executive committee, .and 
the president of the company. This 
is further evidence of the loose 


methods of the company’s management. 
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The examiner’s comments regarding 
the company’s statement follow: 


Income. 

“First Year Premiums. A large por- 
tion of the company’s business now on 
hand was written during 1913, most 
of which is term business. The policies 
provide for a preliminary term at @ 
certain fixed premium at the end of 
which it automatically becomes either 
a ten, fifteen or twenty year pay life 
or endowment, or a straight life policy 
with a stipulated premium: for the rest 
of the period. During the term, the 
insured may convert into any kind of 
policy desired. The premiums are pay- 
able semi-annually and the first year 
of the term the premium amounts only 
to the actual mortality cost of insur- 
ance, thereafter the premiums are as 
high or higher than those of most other 
companies for like kinds of insurance. 

“Renewal Premiums. Owing to the 
small volume of business done in 1911 
and 1912, having commenced in Decem- 
ber, 1911, and to considerable lapses the 
premiums collected on renewals during 
1913 have been small, besides the busi- 
ness being largely term the premiums 
were small. 

Disbursements. 

“Death Claims. During the operation 
of this company there have been only 
two death claims, one in 1912 amount- 
ing to $2,500, which was paid, the other 
in 1913 which the company have not 
paid, claiming there is no liability. This 
will be discussed further under lia- 
bilities. 

“Guaranteed Dividends. Nearly all of 
the policies heretofore issued by this 
company have a provision promising to 
pay each policy holder one six_hund- 
redth of one per cent. of all premiums 
collected in cash upon the participating 


insurance issued and paid for dur- 
ing each of the ten years from 
date of policy and for each year 
thereafter on the insurance written 


during that period so long as premium 
payments shall be continued to the 
company upon said insurance, except- 
ing accident insurance, reinsurance, 
merger, consolidation, ete. The divi- 
dends are to be paid on each annivers- 
ary of the policy of insured, provided 
the premiums shall have been paid in 
cash to the next anniversary of the 
policy and not otherwise. 

“The amount paid last year on ac- 
count of this provision was $200.07. 
The Company now is writing nothing 
but participating insurance. This pro- 
vision of the policies promises to be a 
considerable burden on the Company in 
the future. 


“Agents Commission, First Year. The 
commissions allowed to agents for any 
insurance amount to the full first year 
semi-annual premium or 50% of the 
first year’s premium. This is unusually 
low as the premium for the first year 
are very small, being the actual cost of 
insurance for that year. However, 
there were two agents who received . 
Salaries of $100 per month and one of 
$75 per month in addition to their 
commission. a 

“Salaries. On December 31, 1913, the 


(Continued on next page.) 
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CENTRAL LIFE (Continued). 
Company had thirty-one salaried of- 
ficers and employees. The salaries are 
very low. The President, First and 
Second Vice Presidents, Secretary, one 
Medical Director, General Counsel and 
Actuary, each receive $150 per month. 
The entire monthly pay roll at that 
time amounted to $2,315 per month. 

“Taxes. Under the heading of In- 
Surance Department License and Fees 
is included State, County, Franchise 
and Municipial taxes, all of which were 
paid in full for the year 1913. 

“Traveling Expenses, Agents. This 
item includes traveling expenses of of- 
ficers of the Company. However, it ap- 
pears to be entirely too high in pro- 
portion to the amount of business of 
the Company. 

“Advertising, Ete. The items of ad- 
vertising, printing and stationery are 
extremely large. The expenditures 
made by the officers in their effort to 
advertise the Company like the item 
of traveling expenses appear to be 
much too high and should be reduced. 

“Branch Office. The Company oper- 
tates a branch office in Louisville at a 
Small cost, which appears to be neces- 
sary on account of the volume of bus- 
iness done in that section. 

ASSETS. 

“Mortgage Loans. On December 3lst 
the Company had two mortgage loans 
which are as follows: Geo. B. Rice notg 
for $14,699.16, payable to the Central 
Life Insurance Company, dated Feb. 
26, 1912, due in five years with inter- 
est at 6% per annum, payable semi-an- 
nually and secured at a deed of trust 
on a tract of land in Johnson County, 
Kentucky, which deed is of date Feb. 
26, 1912, signed and acknowledged by 
Geo. B. Rice and wife and recorded in 
deed book 1, page 246, of the Johnson 
County Court Clerk’s office. This prop- 
erty is valued in a sworn statement by 
two appraisers at $30,000.00. The state- 
ment of attorney, J. F. Bailey, shows 
that Geo. B. Rice is vested with the 
fee simple title in the above property 
and that it is free from all incum- 
brances. Second, a note of W. H. and 
Mattie L. Gregory to the Central Life 
Insurance Company for $26,000.00, 
dated Sept. 26, 1911, due in five years, 
interest 6% per annum from date, pay- 
able semi-annually and secured by a 
mortgage of same date on four lots, 
Nos. 18, 19, 20 and 21 in the S. E. quar- 
ter, section 32, township 17, range 2 
west, between Chestnut and Cherry 
streets of Forest Hill, Jefferson Coun- 
ty, Alabama. This mortgage is signed 
and acknowledged by Mattie L Greg- 
ory, W. H. Gregory and Mildreth D. 
Gregory his wife and recorded in deed 
book 71, page 339 of the Jefferson 
County Court Probate office. 

“The property is valued in the sworn 
statement of two appraisers as follows: 
Land, $17,000: building, $30,000; total, 
$47,000. 

“The improvements on this property 
are insured for $20,000 and assigned to 
the Company. There was no attorney’s 
opinion accompanying the papers in 
this case to show the character of title 
held by the mortgagors and that it was 


unencumbered property. However, it 
was stated that the title was in 
fee simple and free from encum- 
branches of every kind and that 
an attorney's opinion showing 
these facts would at once be fur- 
nished to the Department It was 
stated that there was such an opinion 
among the papers originally but that 
it had become misplaced. Assuming 
these facts to be true and that a new 
statement will be filed at once I have 
accepted this loan for the full amount. 

“Collateral Loans. This item consists 
of two notes of John W. Hart and six 
notes of W. H. Gregory and one note 
of A. J. Braud. The Hart notes amount 
to $5,000, one dated August 21, 1911, 
due in twelve months for $3,500, bear- 
ing interest at 6% per annum, the other 
for $1,500, dated December 7, 1911, due 
in twelve months with interest at 6% 
per annum. These notes are secured 
by the following securities attached 
to same as collateral: 35 shares of the 
capital stock of Whitley National Bank 
of Corbin, Kentucky; 5 shares of capi- 
tal stock of First National Bank of 
Corbin, Kentucky, and 40 shares of In- 
ter-Southern Life Insurance Company 
stock. 

“The book value of the Whitley Na- 
tional Bank stock is $105 per share; 
the First National Bank of Corbin $152 
per share, and the Life Insurance Com- 
pany stock is worth over par, which is 
$10 per share, 

“The Gregory notes amount in the 
aggregate to $58,526.67 and are secured 
by 5,615.6 shares of Citizens’ National 
Life Insurance Company stock, 4,000 
County of Duvall, Fla., bonds and two 
City of Eufaula, Ala., bonds. 

“These notes are renewals as of De- 
cember 31, 1913, of former notes of W. 
H. Gregory amounting to $55,500. and 
include interest of $3,026.67. These 
notes were originally secured by 65,- 
503.2 shares of Citizens’ National Life 
Insurance Company stock. 

“TI declined to allow the Company 
more than $10 per share for the Citi- 
zens’ National Life Insurance Company 
stock, but agreed to allow the full 
amount of the notes if Mr. Gregory 
would put up $6,000 more of good col- 
lateral security. Judge H, Clay McKee 
of Mt. Sterling thereupon executed a 
mortgage to the Company on a lot of 
real estate belonging to him in the 
City of Mt. Sterling and substituted 
this mortgage for the six bonds before 
mentioned which were held by the 
treasurer and by written assignment 
transferred and delivered the above 
bonds to Gregory personally, who then 
deposited as further security for the 
said notes these said bonds. The mort- 
gage executed by McKee was for $10,- 
000. The remainder $4,000 of which was 
applied in payments of his stock notes 
held by the Company on December 31, 
1913, and referred to elsewhere herein. 


“The indebtedness of Gregory to the 
Company as represented by these notes 
was incurred by him in an effort to 
secure control, it appears, of the Citi- 
zens’ National Life Insurance Company, 
the above sum being for money and 
stock furnished him with which to pay 











for Citizens’ National Life Insurance 
Company stock and includes certain 
expenditures incident to his campaign 
for same. All of which was charged to 
him by the Company. 

“The Company passed a resolution 
subsequent to his acquiring the above 
stock proposing to take all of the stock 
off of his hands and reimburse him for 
the full cost thereof which was largely 
in excess of the amount represented 
by the above notes, but he states that 
he declined the offer of the Company 
and in a signed statement delivered to 
me declared that he waives the priv- 
ileges of the above resolution and re- 
leases the Company of any and all ob- 
ligation to reimburse him for all or 
any part of the expenditures for said 
stock on account of the said resolu- 
tion. 

“Bonds. On December 31, 1913, the 
book value of bonds held by the Com- 
pany was $29,627.37. These bonds are 
as follows: Four $1,000 water works 
bonds of the City of Meridian, Miss., 
of date July 1, 1909, 2 of which are due 
July 1, 1933, and 2 July 1, 1937, interest 
at 4% per cent. payable semi-annually, 
part of a $250,000 issue, attorneys’ cer- 
tificate approving same signed by Chas. 
B. Wood, Chicago, Ill., dated July 24, 
1909. The market value of these bonds 
at present is $3,800. Four $1,000 City 
of Louisville sewer and park bonds of 
date Jan. 1, 1909, due Jan. 1, 1941, in- 
terest 3%, payable semi-annually, the 
market value of which at present is 
$3,240. Two $500 bonds of the Liberty 
School District of New York, date 
November 1, 1911, due 1921, interest 
44%%, payable annually. Market value 
of which is $1,020. Four $1,000 County 
of Duvall, Fla., school funding bonds, 
date July 1, 1911, due July 1, 1922, 5% 
interest, payable semi-annually, legal 
certificate approving same signed by 
F. M. Craft. Total issue $100,000. The 
market value of these bonds is $4,080. 
Ten $1,000 City of Eufaula, Ala., gas 
and electric bonds, date Sept. 1, 1911, 
due Sept. 1, 1941, one to ten inclusive, 
interest 5%, payable semi-annually. |! 
am unable to find the market value 
quoted on these bonds, but they cost 
the Company a little better than $1.04. 
Eight L. & N. (Atlanta, Knoxville and 
Cincinnati division) R. R. bonds, dated 
May 1, 1905, due May 1, 1915, bearing 
interest at 4%, payable semi-annually. 
The market value of these bonds is 
about $725. 

“We have allowed the book value of 
$29,627.37 on the above bonds. 

“Stocks. This item consists of five 
shares of the Whitley National Bank of 
Corbin, Kentucky, the book value of 
which is $525. This is carried by the 
Company on its books at $500, which 
amount has been allowed as the value 
of same. 


“Cash in Office. This item consists of 
checks drawn on the Southern National 
Bank of Louisville, Kentucky, payable 
out of the account of the Organization 
Committee, but as the funds to the 
credit of this account were consumed 
by organization expenses, there was 
nothing left with which to pay these 
checks. While they have been carried 
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as cash in office since 1912, they are 
worthless and have not been allowed. 


“Cash in Bank. This item was veri- 
fied by statements from the various 
banks in which the Company had de- 
posits. 

“Certificates of Deposit. The Com- 
pany had on hand a certificate of de- 
posit of the Inez Deposit Bank amount- 
ing to $4,166.25. This bank discounted 
a note of A. J. & E. Kirk, which was 
given for capital stock of the Com- 
pany, which note, .ogether with the 
stock as collateral security, was turn. | 
ed over to the said bank with other | 
notes and stock. Subsequently the/| 
Company took back this note and the | 
stock along with others which the bank 
had discounted and agreed to return | 
the certificates of deposit. All other! 
certificates of deposit were returned 
but as this particular certificate of 
stock had been transferred to Steiner | 
Bros. of Alabama it was not returned | 
at the time, although the Kirk notes 
and stock were returned with the 
other. Later, the Company took up 
this certificate of deposit and now holds 
same. We have treated this stock as 
unpaid for and consider the certificate 
of deposit as belonging to the Inez 
Deposit Bank. The Company is there- 
fore not entitled to any credit for same, 
but should return same to the Bank. 


NON-LEDGER ASSETS. 


“Deferred Premiums, Life. It has 
been stated herein that the premiums 
for insurance are payable semi-annual- 
ly. This item of deferred premiums is 
the amount of second semi-annual 
premiums which are not yet due upon 
insurance in force. The Company has 
been charged with the mean reserve on 
all of this insurance and so much of the 
premiums as does not exceed the 











re- 

serve has been allowed. 
“Deferred Premiums, Accident. This 
Company also writes accident insur- 


ance by attaching a rider to the policy 
promising to pay double the amount 
of the policy in the event of death by 
accident. For this additional insurance 
the Company charges $1.25 per thou- 
sand semi-annually or $2.50 per thou- 
sand annually. The amount of this 
item includes the second semi-annual 
premium. 


Liabilities. 


“Reserve. The reserve was calcu- 
lated by the Company on each policy 
separately and submitted to Mr. Bul- 
lock of this Department, who checked 
the calculation and found the amount 
as set out herein to be practically cor- 
rect. The reserve for the accident feat- 
ure has been fixed on the basis of un- 
earned premiums for same. 

“Death Claims. During the year 1913 
the Company received an application 
for $5,000 insurance from Mr. §S. J. 
Roberts of Lexington, Kentucky. The 
application was accepted, but in the 
meantime Mr. Roberts became ill and 
the policy was never delivered. Later 
he died and his executor has filed a 
suit in the Fayette Circuit Court for 
the amount of the first installment 





($250) of the policy. The application 
which was signed by Mr. Roberts for 


his insurance states among other 
things, ‘no liability under this applica- 
tion shall be incurred by the Company 


‘until it shall have received the appli- 


cation, and the amount of insurance 
finally approved shall have been issued 
by it and manually delivered to, ac- 
cepted and receipted for by me on the 
Company’s form of policy receipt and 
the full first premium stipuated in the 
policy shall have actually been paid to 
and accepted by the company, all dur- 
ing my life time and continuance in 
good health. The Company accepted 
part of the premium, I am advised, but 
did not deliver the policy on account of 
the illness of Mr. Roberts and upon that 
ground claims there is no liability. In 
view of these facts, I have not charged 
the Company with the present value 
of the annuities of this policy, but 
have charged them with the amount of 
the premium received, which is $92.85. 


“In the above examination I found a 


‘great many errors in the records and 


accounts kept by the Company. The 
system adopted by the Company for 
keeping its accounts appears to be all 
right, but the bookkeeper, owing to his 
unfamiliarity with the system in the 


beginning, has failed to carry forward 


balances and to make entries in cer- 
tain accounts until it has become dif- 
ficult to get a correct statement of the 
Company's condition from its records 
as kept. This has led to considerable 
confusion to the Company in making 
out its annual statements as of De- 
cember 31, 1913, and as a result of same 
the report is altogether incorrect and 
valueless. 


“The Company's ledger showed a cash 
balance on December 31, 1913, of $54,- 
264.28 when, as a matter of fact, the 
Company only had in cash $22,228.01. 
This occurred by charging cash with 
$23,787.20 of Inez Bank Certificates of 
Deposit and something over $8,000 for 
certificates of deposit on a bank at 
Paducah, and thereafter returning the 
Inez certificates, or a portion thereof, 
and transferring the other certificates 
to A. J. Braud without showing an 
equal cash disbursement. This is but 
an illustration of how many of the er- 
rors in bookkeeping have been made. 
The Company, however, did not claim 
credit for the sum as shown by its 
ledger in its annual statement and I 
have not found where they knowingly 
used any of the erroneous figures to 
their advantage. It appears that as 
many errors have been made to their 
disadvantage as otherwise. These er- 
rors were made in the beginning, how- 
ever, and afe not likery to occur again 
with the present bookkeeper, who ap- 
pears to be quite accurate-and pains- 
taking. 

“In the beginning the Company wrote 
some non-participating business, but 
there is very little of this kind now on 
its books and all business which it is 
writing at present is participating. A 
great deal of the business provides for 
the payment of losses by annual in- 
stallments. It has in force 2,945 polic- 
ies, the face value of which is $17,- 
811,500, the commuted value $13,921,340, 

“Of the above only 66 policies, 





amounting to $696,340, is non-partici- 
pating. 

“The Company has written consider- 

able business during the year and from 
the character of some of the business 
and the amounts written by some of 
the agents, I am of the opinion there 
has been some rebating on the part of 
some of the agents, but the fact that 
the business is written on the semi-an- 
nual basis and the first year premiums 
being only the actual cost of insurance 
for the year is calculated to create 
the impression with those who are not 
familiar with the plan adopted by this 
Company that rebates have been given, 
when in fact they have not. 
' “The officers of the Company assured 
me that they were in hearty sympathy 
with the Department to stop this prac- 
tice: that they would willingly co-oper- 
ate to obtain this end, and they showed 
numerous letters which they have al- 
ready written to their agents warning 
them against the violation of the law 
relating te this subject, which is soon 
to go into effect, and they further as- 
sured me that they would enforce the 
provision in their contract with agents 
with reference to rebating by cancell- 
ing the contract of any agent caught so 
doing. 

“The foregoing report is, in my opin- 
ion, a correct showing of the Com- 
pany’s financial position as of Decem- 
ber 31, 1913.” 

Respectfully submitted. 
(Signed) Cc. F. THOMAS, 
Examiner. 





CENTRAL STATES LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 
This company has reinsured the out- 
standing business of the Aegis Life In- 
surance Company of Denver. See art- 
icle under that heading. 


CHICAGO LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 


Another Promotion Bubble Bursts. 
This concern, which had been in pro- 


cess of organization since the middle 
of 1911, was placed in the hands of a 
receiver on August 28, 1914. It was 
being promoted through the Mid-West 
Securities Company, and the individual 
most active in the promotion was W. 
Y. Jackman. As far back as Sep- 
tember, 1911, we circulated a warning 
through our special bulletin § service, 
calling attention to this new promotion 
and the past record of Jackman in pro- 
moting insurance companies. Although 
the wild methods of this promoter are 
a matter of general Knowledge among 
the life insurance fraternity, several 
State insurance departments and the 
insurance press generally, it is a 
deplorable fact that many of the 
insurance journals through advertise- 
ments and writeups of this concern 
have aided it for three years in foist- 
ing upon the general public practically 
worthless stock in the amount of $450,_ 
000. The par value of the stock is $10 
per share, and it was generally sold at 
$25 per share, although some shares 
were sold at $30 each. 

The receiver of the company is B. 
V. Hubbard, who was formerly con- 
nected with the Illinois Insurance De- 

(Continued on next page.) 
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CHICAGO LIFE (Continued). 
partment. The receiver found the 
books in very bad shape—in fact very 
little bookkeeping had been attempted, 
and he is experiencing difficulty in de- 
termining the true state of affairs. 
When the receiver was appointed the 
company was, and at this writing is, 
without cash funds. 

The receiver has’ retained W. 5S. 
Forrest of Chicago, as counsel, and it 
is expected that the Chicago Life will 
be able to realize on its principal as- 
sets, which are mortgages amounting 
to $201,000 and notes amounting to 
$67,500, given by the Mid-West Secur- 
ities Company and signed by W. Y. 
Jackman, rresident, and B. Arens, sec- 


retary. One of the principal stock- 
holders of the Mid-West Securities 
Company is Dr. Loren Wilder of Chi- 


cago, and another stockholder is Dr. 
Charles E. Bennett of Wauseon, 0O. 
The mortgage item of $201,000 was the 
amount claimed by the company as the 
sum on hand which would enable it to 
apply for a license at any time it 
wished. These mortgages were for. 
merly owned by Thomas B. MacPher- 
son, a banker of Omaha, Neb. It is 
claimed that the value of the property 
has considerably decreased since the 
mortgages were made, and on that ac- 
count Mr. MacPherson found it impos- 
sible to realize by ‘selling. He ex- 
changed these mortgages for $201,000 


of stock of the Chicago Life and an 
understanding existed that Jackman 
and his associates would sell this 


stock and make payments of certain 
sums of money to MacPherson. As 
evidence of an greement to show that 
MacPherson was to receive protection, 
these mortgages were held by the Chi- 
cago Life from November 25, 1913, to 
May 5, 1914, at which time the execu- 


tive committee voted upon a _ resolu- 
tion to purchase the stock of Mac- 
Pherson by surrendering to him the 


mortgages. Those present at this 
meeting were as follows: Ira D. Buck, 
president of the Chicago Life, and vice- 
president of a Peoria, Illinois, bank, 
who also had charge of the securities of 
the Chicago Life; Dr. Loren Wilder, Dr. 
Charles E. Bennett and B. Arens. One 
absent member of the committee was 


Cc. S. Goodwin, secretary of the Chi- 
cago Life, who is reported to be in 
San Antonio, Tex. All voted for the 


resolution with the exception of Mr. 
Buck, who stated that in his opinion 


the transaction was illegal, and he 
thereupon resigned as president and 
director of the Chicago Life. It ap. 


pears, however, that the resolution was 
not carried out and no record was made 
in the minutes of the meeting regard- 
ing it. 

This ends another corrupt promotion 
scheme, many of which have found a 
haven in the city of Chicago. 





FOUR STATES LIFE INSURANCE 


COMPANY, TEXARKANA, ARK, 
Business Reinsured. 

The outstanding business of this com- 
pany was reinsured by the Pan-Amer- 
ican Life Insurance Company, Septem- 
The latter company ad- 


ber 23, 1914. 
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vises us that the business is of good! viz.: Benefit Fund, Emergency Fund, 


character, consisting principally of 
$1,000 policies on farmers of Southwest 
Arkansas and Northeast Texas, aggre- 
gating $400,000. 

The price paid for the business was 
approximately $11 per $1,000. 





THE FRATERNAL UNION OF AMER- 
ICA, DENVER, COL. 
Report of Examination Reviewed. 


This order was examined by the In- 
surance Departments of Colorado, Kan- 
sas, Nebraska and Wyoming, the report 
being dated July 30, 1914. The last ex- 
amination of the order was 
of July 31, 1912. At that time an audit 
of the accounts was made from March 
1, 1910, to July 31, 1912. It was the 
purpose of the present examination to 
include a partial audit of the books 
from July 31, 1912, to June 30, 1914, 
the financial statement for the first half 
of 1914, and an investigation as to the 
order's compliance with the Mobile and 
New York Conference bills, together 
with a general inquiry into its 
methods of transacting business. 

History. 

This Order was originally incorpor- 
ated May 1, 1895, under the title “Su- 
preme Lodge of the Fraternal Union.” 
On December 31, 1896, new articles of 
incorporation were filed under the 
present title, and this Order assumed 
the liabilities of the Supreme Lodge of 
the Fraternal Union, the latter concern 
surrendering its charter and retiring 
from business. On April 6, 1912, the 
Order of American Nobles of Waterloo, 
la., was merged with this Order. In 
March, 1913, the Triple Tie Benefit As- 
sociation of Clay Center, Kans., was 
also merged with the Order. The 
terms of the merger contract were 
mutually fair to the members. 

The supreme legislative body is 
designated “The Supreme Lodge,” 
which meets quadrennially or in special 
sessions. It is composed of its of- 
ficers, elected delegates of the mem- 
bers and the Standing Committee on 
“laws” and the “good of the Order,” 
which committees have no voting 
power. The elected delegates of the 
members must be at least three times 
as many as the members of the Su- 
preme Lodge officers, and must have at 
least three-fourths of the votes. The 
Constitution and laws may be amended 
by a three-fifths vote of the members 


present. The advisory board acts as 
an executive committee, and is com- 
posed of the Supreme President, Su- 
preme Vice-President, Supreme Sec- 


retary and five members elected by the 
Supreme Lodge. It has broad powers, 
conferred by the Constitution, includ- 
ing the duty to pass upon all claims, 
applications for insurance, employ 
actuaries, fix compensation of Supreme 
Lodge officers, call special sessions of 
the Supreme Lodge, levy special assess- 
ments, submit amendments to Consti- 
tution and consider and dispose of any 
matters which are calculated to pro- 
mote the interests of the Order. 
Funds. 


The Order maintains four 








made as 








| January Ist of each year. 


General Fund and Reserve Fund. 

The Benefit Fund is maintained by) 
monthly assessments upon members, 
which include the per capita tax for 
the General Fund, rents, commissions 
on loans and interest earnings on Em_ 
ergency Fund. The balance in this 
Fund on June 30, 1914, was $19,457.84. 

The Emergency Fund is composed of 
surplus accumulations transferred from 
the Benefit Fund after all claims are 
paid, “together with the expectancy 
deduction from all claims of death or 
disability.” The Fund is available for 
the payment of benefits if the Benefit 
Fund is insufficient. The amount of 
this Fund on June 30, 1914, was 
$432,161.28. 

The General Fund is the fund for ex- 
penses, and consists of (1), per capita 
tax of $1.80 per year deducted from 
assessments; (2) 75 per cent. of the 
first twelve assessments, after deduct- 
ing per capita tax; (3) 5 per cent. of 
monthly assessments subsequent to 
first year, after deducting per capita 
tax, which may be increased to 10 per 
cent. by the advisory board, and was 
so increased temporarily in 1912 
1913: (4) all moneys from membership 
and certificate fees, sale of supplies and 
miscellaneous sources. The amount of 
the General Fund on June 30, 1914, 
was $4,086.33. 

In addition to the above, in the event 
of emergency, the majority of the Su- 
preme Lodge may vote to use as Ex- 
pense Fund for any number of months 
any part of the assessments collected 
for the payment of claims, 


The Mobile and New York Confer- 
ence bills require that all provisions 
for payments by members “shall dis- 
tinctly state the purpose of the same 
and the proportion thereof which may 
be used for the expenses, and no part 
of the money collected for mortuary 
or disability purposes shall be used 
for expenses.” In connection with this 
requirement the examiners made the 
following recommendation: “It is be- 
lieved that under the above provision 
the Constitution should be amended to 
more clearly show the exact divisions 
of assessments, and the part thereof 
to be used for expenses, which is am- 
biguous; also to eliminate the provision 
permitting any part of funds collected 
for death or disability claims to be 
used for expenses at any future time. 
The drain upon the funds due to death 
losses, which in 1910 and 1911 exceeded 
the collection therefor, prevented the 
Order from making sufficient headway 
for the future.” 

The Reserve Fund is the N. F. Cc. 4 
per cent. reserve on certain certificates 
outstanding, based on adequate rates, 
measured by the N. F. CC. 4 per cent 
table. The amount of this reserve is 
transferred from the Benefit Fund on 

The amount 
June 30, 1914, 


and 


of the Reserve Fund on 
was $10,341.70. 
Rates and Certificates. 
The rates adopted in 1896 were on 
the “expectancy” plan: that is, one as- 


/sessment for each month of the unex- 


Funds, | pired term of the expectation of life at 
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the age of entry was deducted from 
the face of certificate when claim was 
paid at death. This plan has been eon. 
tinued to the present day, and a large 
business on the same plan was taken 
over from the American Nobles and 
the Triple Tie Benefit Association, 80 
that about two-thirds of the outstand- 


ing certificates are on this plan. The 
original rates of the Order were very 
inadequate, The present rates are still 


under the adequate N. F. CC. 4 per cent. 
rates. In addition to the “expectancy” 
class, nearly one-third of the member- 
ship composes what is known as the 
‘NN. F. cC.” class. While the rates 
charged in this class are approximately 
adequate, the members in that class 
are almost exclusively re-rated mem- 
bers, whose payments were readjusted 
as of ages at entry and not at attained 
awe at date of readjustment. As those 
members, on the average, had been 
upon the turmer rate for a number of 
years, the rates charged them now are 
inadequate. 

The monthly rates charged per $1,000 
of insurance after deducting per capita 
tax for certificates on the “expectancy” 
plan, are as follows: Age 21, 55c; age 
35, 90c; awe 50, $1.65. The first twelve 
assessments are each fifty cents higher. 
These rates include certain limited ac- 
cident bengfits and old age disability 
benefits, payable at age seventy. The 
monthly rates charged in the “N, F. C.” 
class per $1,000 of insurance 
follows: Age 21, $1.00; age 35, 
age 50, $2.80; age 55, $3.55. These 
rates include the cost for accidental 
loss of either hand or foot, loss of an 
eve Or breaking an arm or leg, benefits 
for which vary from 5 per cent. to 10 
per cent. of the face amount of the 
certificate; also for an optional old age 
benefit at seventy, upon surrender of 
certificate, equal to the benefit assess- 
ments paid with 4 per cent. simple 
interest. 

In connection with the adequacy of 
the rates the report states: “In gen- 
eral, therefore, a very small percentage 
of the Order's membership is paying a 
rate permanently adequate. The bal. 
ance of the membership will require 
more or less readjustment of rates and 
benefits in the future.” 

The certificates on the “expectancy” 
plan provide that the amount of insur- 
ance payable at the time the certificate 
becomes a claim is $615 on the basis of 
a $1,000 certificate at ages up to forty- 
two inclusive, decreasing to $525 at 
fifty. In addition to this amount 
the beneficiary receives a sum equal to 
the benefit assessments paid until the 
total amount equals or exceeds $1,000. 

The certificates of the American 
Nobles and the Triple Tie Benefit As- 
sociation show only the maximum pay- 
ment, and to determine the amount 
payable when the certificate becomes a 
Claim it is necessary to have recourse 
to the Constitution. The merger con- 
tracts with these Associations provide 
that all rates, benefits, &c., are subject 
to and controlled by any change made 
in the Constitution of this Order. The 
report of the examination states that 
the benefits are being paid in accord- 


are as 


$1.55; 


ane 
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ance with the terms and conditions of | 


is con- 
and the 


the Constitution, where t.nere 
flict between the Constitution 
certificates. 

The certificates 
class pay the full 
of death. 

In addition to the two classes men- 
tioned above, there are four very small 
classes, totaling between 1 per cent. 
and 2 per cent. of the outstanding in- 
surance, on term rates to ages fifty, 
sixty and seventy, and Whole Life by 
the N. F. C. table and 4 per cent. in. 
terest. The report states that ade- 
quate rates have been charged 
valuations made on these certificates, 
but that the holders of said certificates 
do not have any individual rights in 
the reserve. 

The examiners call 
fact that “Section 61, 
the Constitution of chis Order 
lieved to be contrary 
bills and should be repealed. 
agraph limits the liability of the Order 
on any certificate to the 


“N. 
in 


> —_ 
event 


in the 
amount 


attention to the 


paragraph C 


cer 


The law requires certificates to specify 


the definite amount payavie thereunder | 


and the Constitution of tne society to 
state that additional assessments shall 
be levied if necessary to pay death and 


disability claims in full. The Consti- 
tution should also be amended to make 
such additional assessments manda- 
tory instead of permissive as at. 


present.” 
Old Age Benefits. 

Practically all the certificates of the 
Order provide for Old Age benefits. For 
several years this benefit was incor- 
porated in the certificates, no charge 
whatever being made for same and no 
funds set aside to pay it. The rates 
charged for these certificates were in- 
adequate for the payment of death 
claims alone. We extract the follow. 
ing important paragraphs from the re- 
port of the examination in 
this matter: 

“Old age benefits have been paid for 
some years and, at present, members in 
the Fraternal Union 
reinsured orders are rapidly arriving 
at the age of 70. The question of the 
equitable adjustment of these claims, 
present and contingent, is believed to 
be the most serious problem to solve 
satisfactorily now confronting the so- 
ciety. If all the old age benefits be- 
coming due were paid in full in cash 
the entire funds of the Order would 
probably be exhausted within a year or 
two, leaving the large membership 
without funds. The annual savings 
from current assessments would be far 
insufficient to pay the old age benefits. 
On December 31, 1913, there were 4,405 
members, ages 61 to 69 inclusive, with 
insurance in force thereon of $5,124,150. 
As these members have averaged be- 
tween 10 and 20 years in the Order 
nearly all their certificates contain one 
of the forms of old age benefits above 
explained, and the contingent liability 
thereon during the next nine years at 
age 70 and thereafter before death of 
members, is several times the entire 


assets of the Order. 


and | 


of | 
is be- | 
to the fraternal | 
This par- | 


-ficate’s | 
proportion of one monthly assessment. 


regard to 


and both of the 


“Justice to present membership, 
therefore, and the perpetuity of the so- 
ciety required a cash settlement to be 
made, as far as possible, on the old 
lage benefits in force, and those becom- 
ing due from time to time; and it has 
‘been the practice to offer these mem- 
bers, who have paid absolutely noth- 
ing for the old age benefit and greatly 
inadequate rates for the protection re_ 
ceived, a cash settlement on the basis 


| 
| 
| 


‘required by the present Constitution. 
‘In some instances a larger payment 
| was made, the maximum being two- 


thirds of the present value of the future 
annual payments at 4 per cent. com- 
pound interest. No coercion was prac- 
ticed to settle these claims, the option 
(of a single cash payment for a 
‘amount being attractive to many of the 
| beneficiaries.” 

The present Constitution provides 
for an Old Age benefit at age seventy 
only to the extent of permitting the 
surrender of the certificate for a cash 
value equal to benefit assessments paid 
thereon with 4 per cent. simple in- 
terest. 


less 


Claim Settlements, 

The report states that the settle- 
‘ments of claims have been carefully 
looked into, and the finding in the 
great majority of cases was that set- 
tlements have been made fairly and in 
accordance with the contracts. In the 
matter of rejected and compromised 
claims attention is called to the in- 
complete filing of documents pertain- 
'ing to these claims. In many instances 
no documentary evidence is on file in 
|support of the reasons for rejecting or 
compromising, and the examiners re_ 
commend that in the future actions ad- 
verse to the full settlement of claims 
shall not be taken unless supported by 
evidence in writing; and, further, that 
full reports be made in-every case of a 
rejected or compromised claims by the 
claim adjuster. 


Compliance with Fraternal Laws. 

It was found that with the exception 
of the matters already referred to the 
Order is complying with the Mobile and 
New York Conference bills as enacted 
in the States in which the society oper- 
ates. The report states further that 
“The officers of the Order are men of 
lexcellent reputation, and they have 
| been connected with fraternal concerns 
for many years in official relations. 
The entire management including the 
delegates to Supreme Lodge meetings, 
| appear to realize the difficult problems 
‘confronting the Order. In our judg- 
;ment the officers merit the confidence 
,and support of the membership in their 
efforts to place the society upon a per- 
|manently sound basis.” 

(Eixtracts from Financial Statement as 





of June 30, 1914. 
Assets—Real estate (market value), 
/ $75,000; mortgage loans, $302,550: co- 


jlatteral loans, $3,000; bonds, $21,881.25: 
cash, $82,990.07; interest due and ac- 
crued, $5,620.69; assessments collected, 
/not yet turned over to Supreme Lodge, 
.$63,000; total admitted assets, $554,- 
042.01. 

The total Liabilities amount to $141,- 
j (Continued on next page.) 
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*RATERNAL UNION (Continued). 
884.20, of which $133,662.77 consisted of 


unpaid claims. 

Income, Six Months Ending June 30, 
1914.—Net amount received from mem. 
bers, $380,394.49; total income, $394,- 
625.70. 

Disbursements, Six Months Ending 
June 30, 1914.—Total benefits paid, 
$257,650.40; commissions, salaries, etc., 
deputies and organizers, $28,278.44; 
home office salaries and medical fees, 
$18,066.92; borrowed money repaid, 
$6,500; other expenses, $27,052.84; total 
disbursements, $337,548.60. 





GEM CITY LIFE INSURANCE COM- 
PANY, DAYTON, O. 

Report of Examination Reviewed. 

This company was examined by the 
Ohio Insurance Department as of May 
31, 1914, the report being dated June 13, 
1914. Extracts from its financial con- 
dition as of May 31, 1914, are as 
follows: 

Income, five months, ending May 31, 
1914: Health and accident premiums, 
$1,835.45; new life premiums, $5,068.70; 
renewal life premiums, $4,631.36; in- 
terest, $2,949.15; total income, $14,- 
484.66. 

Disbursements, five months ending 
May 31, 1914: Health and Accident De- 
partment: Claims,$ 1,167,25; commis- 
sions, $615.26; other exepnses, $137.45; 
total, $1,921.96. 

Life Department: New commissions, 
$2,966.19; renewal commissions, $321.91; 
other agency expenses, $3,185.85; home 
office salaries and medical fees, $5,_ 
375.58; other expenses, $3,787.54; total, 
$15,637.07; total disbursements (life 
and accident departments), $17,559.03. 

Assets, May 31, 1914: Mortgage loans, 
$58,000; policy loans and premium 
notes, $41.01; bonds (market value), 
$99,874.75; cash, $2,439.72; interest due 
and accrued, $2,633.86; uncollected and 
deferred premiums, $2,752.21; total ad- 
mitted assets, $164,870.68. 

Liabilities, May 31, 1914: Net reserve 
on outstanding life policies, $11,647; ac- 
cident and health reserve, $1,569.70; 
extra reserve for disability benefits 
(life policies), $4.46; total liabilities, 
except capital paid in, $100,000; net 
surplus, $49,630.77; total, $164.870.68. 


Claims—The report states that the 
company has not suffered a loss in the 
life department since it began business. 
The claims in the health and accident 
department were inspected, and it was 
found that all papers in connection 
with same were accurately kept; that 
these claims have been promptly paid, 
and in nearly every instance for the 
amount claimed. 


Officers’ Salaries—The report shows 
that the yearly salaries of the officials 
of the company, with the exception of 
the general manager, aggregated only 
$1,200. No compensation is paid to di- 


rectors except mileage and expenses to 
those outside the City of Dayton for 
attendance at each meeting. The salary 
of the general manager is moderate. 
(Such small salaries for officials of new 
life insurance companies are unusual 





and in this particular the company is 
entitled to commendation. Ed.) 

In the general remarks of the ex- 
aminer attention is called to the pro- 
gress made by the company since Jan- 
uary 1, 1914, and the company is com- 
mended for its bookkeeping methods. 
No adverse criticisms of any kind were 
made by the examiners. The invest- 
ments were found to be of good char- 
acter and papers relating to same in 
order. 





LOUISIANA STATE LIFE INS. CO.,, 
SHREVEPORT, LA. 
Extracts from statement as of June 


30, 1914: 
Total admitted assets..... $350,160.28 
an Sn. “seni cbdé'asé cer’ 42,413.92 
Se en GD kc eéeutsees 250,000.00 
Net surplus over capital 

and all other liabilities... 56,516.25 
BUOW DFOURIMMRS «cc cccccces , 12,711.97 
Renewal premiums ....... 20,250.72 
eee MOD a eco biacécers 42,345.01 
Payments to policyholders. 3,160.00 
Total disbursements ...... 30,524.02 
Insurance written during 

six months ending June 

a MS. wes ds dh ebsawead on 607,000.00 
Insurance in force June 

as Vo od-e8w ae én eet one 2,395,000.00 





NIAGARA LIFE INSURANCE CO. 
Buffalo, N. Y. 

Report of Examination Reviewed. 

This company was examined by the 
New York Insurance Department as 
of December 31, 1913, the report be- 
ing dated May 9, 1914. We did not 
secure a copy of the report, however, 
until September 29, 1914. 

The statement of assets and liabili- 
ties differs from the report as filed 
by the company and as printed in our 
1914 volume. The total admitted as- 
sets as shown by the examiner amount 
to $1,471,434.76, against $1,486,524, as 
reported by the company. This is due 
mainly to the fact that the Department 
valued two sets of bonds at their mar- 
ket value instead of their amortized 
value. The company contends that on 
December 31 these bonds were not in 
default of principle or interest, and 
therefore should have been allowed at 
their amortized value. The changes 
in the items of income and disburse- 
ments are too slight to warrant any 
comment. The statement of the com- 
pany as printed in our 1914 volume, 
and as filed by the company, show a 
net surplus of $25,918. After the De- 
partment audited the figures, the sur- 
plus of the company was reduced to 
$20,145. The report of examination 
shows the surplus of the company to 
be $8,718. The statement of the com- 
pany as of June 30, 1914, as printed 
in the September issue of BEST’S LIFE 
INSURANCE NEWS, shows a surplus 
of $18,639. 

The report states that the expense 
of obtaining new business is now with- 
in the margins allowed by Section 97 
of the New York Insurance Law, which 
is an improvement on the conditions 
existing at the time of the last exam- 





ination three years ago. 


,Minnesota Insurance 


The salaries of the officers of the 
company are very moderate, being less 
than half of that item in the year 
1911. The general expenses also show 
a slight reduction. The report states 
that the business written by the com- 
pany is selected with greater care than 
formerly, and the mortality rate has 
shown a steady decrease, but is still 
high. 

The company advised us on October 
3, 1914, that the $50,000 additional au- 
thorized capital stock had been paid 
in, thus making the paid in capital 
‘$150,000. As stated in the report of 
this company in our 1914 volume, the 
stock has been sold during 1913 and 
1914 at $170 per share, par value $100, 
there being no commissions paid in 
connection with the sale of same. 

No adverse criticisms were made by 
the examiner. 





NORTHWESTERN NATIONAL LIFE 
INSURANCE COMPANY, MINNE- 
APOLIS, MINN. 





| Examined by Minnesota Department. 


This company was examined by the 
Department as 
of December 31, 1913, the report being 
dated August 6, 1914. The examina- 
tion consists of a verification of the 
company’s annual statement. There 
were no important changes in the 
items. The minor corrections made by 
the examiner increased the surplus of 
the company $259.50 over that reported 
by the company at the end of 1913. 
The company’s bookkeeping methods 
were commended by the examiner, and 
further stated that the records dis- 
closed an evident desire on the part of 
the officers to properly conserve the in- 
terests of the policyholders. No ad- 
verse criticisms were made. 





OCCIDENTAL LIFE INSURANCE COM- 
PANY, ALBUQUERQUE, NEW 
MEXICO. 

This company has reinsured all its 
monthly payment accident and health 
and railroad installment, accident and 
health business in the States of Ari- 
zona and New Mexico in the Interstate 
Casualty and Guaranty Company of Al- 
buquerque, New Mexico, which company 
advises us that it is taking steps to 
secure a license to operate in Texas 
and Kansas, and as soon as this license 
is secured it will reinsure that business 
of the Occidental in those two States. 





PAN-AMERICAN LIFE INSURANCE 
COMPANY, NEW ORLEANS, LA. 
Reinsures Small Company. 

On September 23, 1914, this company 
reinsured the outstanding business of 
the Four States Life Insurance Com- 
pany of Texarkana, Ark. See article 

on that company elsewhere herein. 





PEOPLE’S LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 

On September 17, 1914, this company 
reinsured the outstanding business of 
the American Life Insurance Company 
of Chicago, Ill. See article on that com- 
pany elsewhere herein. 
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PRUDENTIAL INSURANCE COMPANY 
OF AMERICA, NEWARK, N. J. 
Mutualization Practically Assured. 
On October 7, 1914, a special meeting 
of the stockholders of this company 
was held for the purpose of accepting 
the value, $455 a share, placed upon 
the stock by the appraisers in the 
mutualization proceedings. The count 
showed that out of a total of 40,000 
shares, 30,889 shares were voted, and 
all approved the valuation. To com- 
plete the mutualization of the company 
it remains only for the policyholders 
to approve the purchase of the stock 

by the company at the figure named. 


STATE MUTUAL LIFE ASSURANCE 
COMPANY, WORCESTER, MASS. 
1915 Dividend Scale Substantially In- 
creased. 

This company has made a substantial 
increase in its 1915 scale which applies 
to all policies issued by the company. 
In our next month's issue we expect to 
print the dividends payable in 1915 by 
this company on the principal forms of 

policies issued each year since 1895. 





UNION CENTRAL LIFE 
COMPANY, CINCINNATI, O, 
New Policies Provided for Disability 
Clause. 

This company has revised its policy 
contracts, the principal change being 
the disability clause provision, which 
we print in full below. The other im- 
portant changes are the elimination of 
restrictions on military and naval 
service, and the provision in the policy 
that dividends left with the company 
on deposit shall be increased by sur- 
plus interest earnings as apportioned 
by the directors. The language of the 
contract has been made as simple and 
brief as possible and so arranged that 
the policyholder may easily under. 
stand it. 

The total and permanent disability 
clause reads as follows: 

“Disablity Benefits. In the event that 
the insured becomes disabled as a re- 
sult of accident or disease, as defined 
below, after this policy has been in 
force for one full year, thé amount of 
the policy, less any indebtedness and 
advances hereon, will be paid to the in- 
sured in instalments or retained by 
the Company at interest, in accordance 
with any of the Settlement Options 
herein, as the insured may elect, pro- 
vided that payments under the option 
elected shall continue for five years or 
more, subject to the following con- 
ditions, compliance with which is es- 
sential to the validity of any claim 
hereunder. 





“Definition of Disability. The disa- 
bility must be total, permanent and in- 
curable, and of such a character that 
the insured is thereby prevented from 
performing any work, or following any 
occupation, ‘or engaging in any busi- 
ness, for wages, remuneration or profit, 
the injuries specified in Paragraph 37 
alone excepted; and must not be due 
to any cause or condition existing at 
the time of application for this policy. 

“Specific Inclusions. Total and irre- 
coverable loss of sight of both eyes, 
loss of both feet above the ankle, loss 
of both hands above the wrist, or sim- 
ilar loss of one foot and one hand, shall 
be deemed to constitute total and per. 
manent disability. 

“Age Limit. Such disability must 
occur before the premium anniversary 
nearest to age sixty-five of the in- 
sured, and no benefit will be payable in 
the event of disability occuring there- 
after. 

“Notice and Proof. Notice of such 
disability, with the address of the in- 
sured, must be given to the Company 
within ninety days from the inception 


thereof, and due proof of same sub- 
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mitted on the Company’s forms within 
one hundred and twenty days thereof, 
and while this policy is in force and 
prior to default in any premium pay- 
ment. 

“Probation. The disability claim will 
not vest until one year has elapsed 
since receipt of such proof of such dis- 
ability (except in cases specified in 
Paragraph 37) and then only if it shall 
appear that the insured is still totally, 
permanently and incurably disabled, as 
defined above. During such period of 
one year, the payment of any premium 
falling due shall be waived and the 
policy shall continue in force as if 
such premium had been paid. If within 
said year it shall appear that the in- 
sured is not totaly, permanently and 
incurably disabled, premiums due 
thereafter shall be paid, according to 
the terms of the policy. During said 
year, any medical examiner, or other 
accredited representative of the Com- 
pany, shall be permitted to examine 
the person of the insured in respect of 
the alleged disability at such times and 
in such manner as the Company may 
desire. 

“Limitations. No disability benefit 
shall attach to any paid-up or extended 
insurance issued in pursuance of the 
nonforfeiture provisions of this policy; 
nor to any reversionary additions, 
which will be paid in accordance with 
the terms of the policy. 


“Settlement. Payment hereunder shall 
be in full settlement of all claims under 





this policy, except as to reversionary 
additions as provided in Paragraph 41 
above. If Settlement Option 1 or 2 
shall be elected, the first instalment: 
shall be payable when the disability 
claim shall vest, and further instalments 
shall not be commuted during the life-_ 
time of the insured; if Settlement Op- 
tion 3 shall be elected, guaranteed in- 
terest shall begin to accrue from the 
date the disability claim shall vest and 
the principal sum shall not be with- 
drawn during the lifetime of the in- 
sured. On receipt, after proof of dis- 
ability, of due proof of death of the in- 
sured, any sums remaining unpaid shall 
be paid to the beneficiary, his admin- 
istrators, executors or assigns if such 


beneficiary shall be living at the death 


of the insured. 

“Premium. The total and permanent 
disability benefit herein set forth is 
issued for the special premium stated 
on the first page of this policy, which 
is non-participating and which will 
not affect any of the policy values. 

“Said special premium will cease: 

“(a) On the policy anniversary near- 
est to age sixty-five of the insured, if 
prior to the completion of the prem- 
ium payments required by the terms of 
the policy. 

“(b) At any time on the written re- 
quest of the insured, accompanied by 
the policy for endorsement, in which 
event the disability benefit will also 
cease, and the pro rata part of such 
special premium for the unexpired por- 
tion, if any, of the period covered 
thereby shall be returned to the in- 
sured.” 





WESTERN UNION LIFE INSURANCE 
COMPANY, SPOKANE, WASH. 


A Correction. 


In the report of this company, which 
appears in the 1914 edition of BEST’S 
LIFE INSURANCE REPORTS, page 
608, under the heading, “Cost of New 
Business and Mortality Experience,” the 
percentages of first year commissions 
to new premiums, and total first year 
expenses to new premiums for the 
year 1913, are in error. The percentage 
of 97.0 should be changed to 67.8, and 
the percentage of 125.5 should be 
changed to 87.7. The change in these 
percentages affects the criticism in 
our General Review as to the cost of 
new business of this company being 
high, and in view of the corrected fig- 
ures the last sentence in the fourth 
paragraph, page 609, should read, “The 
management expenses and the cost of 
new business are reasonable.” 

Subscribers will kindly make the 
above corrections in their copies. 
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